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INTRODUCTION

Staff respectfully requests the Committee overseeing the proceeding on the Southeast Regional
Energy Center Application for Certification (AFC) to terminate the proceeding under Title 20,
California Code of Regulations, section 1720.2, on the grounds that the applicant (i.e., City of
Vernon) has failed to pursue an application with due diligence and that the project, as proposed,
cannot obtain legally required air emission offsets. Lack of these offsets resulted in the South
Coast Air Quality Management District’s (SCAQMD) denial of Vernon’s application for a Title
V Permit to construct the project.

THE APPLICANT HAS BEEN UNABLE TO OVERCOME THE SIGNIFICANT
BARRIERS TOWARDS PROJECT COMPLETION

The Southeast Regional Energy Center (SREC) AFC was originally filed as the Vernon Power
Plant on June 30, 2006, with the intent of acquiring priority reserve credits under SCAQMD’s
Rule 1309.1 for emission offsets for particulate matter and sulfur oxides. (Letter from Michael
Carroll dated June 8, 2009, Exhibit 4.) At the time the AFC was filed, and up to the 2008 court
ruling invalidating Rule 1309.1, it was believed that priority reserve credits were generally
available to energy generating facilities under Rule 1309.1. This project faced an additional
SCAQMD requirement of needing a long term contract to sell excess generation. (Applicant’s
Status Report 9, p. 2, Exhibit 12.) Rule 1309.1(d)(14), requires priority Reserve Credits to not
be issued for generation beyond native load (i.e., the generation capacity needed for serving a
municipal utility’s local electricity customers) unless the applicant has entered into a long-term
contract with either Southern California Edison, San Diego Gas and Electric or the State of
California for this excess power. (See Applicant’s Status Report 9, p. 2, Exhibit 12.) The project



generates an excess of 700 megawatts (MW) beyond the native load requirements. (Staff Status
Report 4, p. 1, Exhibit 9.) The applicant has yet to enter into such a contract to sell this power
and, therefore, would not be eligible for priority reserve credits. (Applicant’s Status Report 9, p.
2, Exhibit 12; SCAQMD letter, Exhibit 1.) The applicant has not provided any evidence that
such a contract is forthcoming.

With the invalidation of Rule 1309.1, there is little chance the applicant will be able to secure the
necessary emission credits to support a 943MW facility because of the general shortage of
various emission credits in the region. The project suffered a fatal blow on March 31, 2009,
when the SCAQMD denied the City of Vernon’s application for a Title V Permit to construct the
Southeast Regional Energy Center on the basis that the project does not comply with emission
offset requirements of its Rule 1303(b). (Letter from SCAQMD to Dpty. Director Terry O’Brien,
Exhibit 2.)

Besides these hurdles, the applicant has yet to acquire site control since filing its application
three years ago. The current site owner is involved in a lengthy approval process with the
California Department of Toxic Substance Control (DTSC) over the cleanup of various surface,
sub-surface soils and groundwater contaminated with hazardous waste material. Until there is an
approved certified remediation plan, the property cannot be sold to the applicant, nor can any
construction or operational activity occur. (Applicant’s Status Report 9, p. 5, Exhibit 12.)

Another barrier precluding the advancement of this project is the uncertainty on the upgrades the
local and regional transmission systems require before interconnection to the grid can occur.
Staff submitted a number of data requests regarding the transmission interconnection. In
response, the applicant explained it is still waiting on information from Los Angeles Department
of Water and Power (LADWP) and the California Independent System Operator, (CAISO).
(Staff Status Report 4, Exhibit 9; Applicant’s Status Report 9, p. 6, Exhibit 12.). While the
applicant did file information about two separate paths of interconnection to the Southern
California Edison’s Laguna Bell Substation, right of way and substation upgrades continue to
provide significant issues, and LADWP (whose substation is of closest proximity to the proposed
SREC), has indicated in numerous filings that it will not accommodate grid interconnection
through its facilities. (Letter from LADWP dated August 30, 2006, Exhibit 13)

Taken together, these three issues, especially the lack of a definitive means to acquire emission
reduction credits, represent barriers that foreclose and preclude the viability of the Southeast
Regional Energy Center Power project. The project has been in the Commission’s application
review process for 38 months, and a Preliminary Staff Assessment (PSA) is no closer to
completion today than it was when the first staff status report was filed in January of 2007. (Staff
Status Report 1, Exhibit 6.) The same issues continued to persist in subsequent staff status
reports, namely, air quality, transmission and hazardous waste. (See Staff Status Reports 1-6,
Exhibits 6-11.) Even the applicant’s status report, dated January 2008, confirms the problems
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associated with obtaining air emission credits and the lack of site control, are matters of concern.
Staff has long been concerned with the viability of this project and first requested a suspension
with the submission of Staff Status Report 4 dated January 18, 2008 (p. 3 .Exhibit 9). At that
time the applicant insisted progress was being made yet 18 months later the project is even less
likely to be completed.

WITH THE DISTRICT’S RULE 1309.1 INVALIDATED, THE APPLICANT
HAS NO CLEAR PATHWAY TO OBTAINING THE NECESSARY
EMISSION REDUCTION CREDITS

South Coast Air Quality Management District’s February 25, 2009 letter was clear in stating two
important facts: 1) Even if Rule 1309.1 is reinstated on appeal, the City of Vernon’s project does
not comply with the provisions of Rule 1309.1(d)(12) and (14), procurement of a long term
contract for excess generation; and 2) the City of Vernon has not been able to demonstrate the
proposed project will comply with the emission offsets requirements of AQMD Rule 1303(b).
(Letter from South Coast, pp. 1-2, Exhibit 1)

Without a means to obtain necessary emission credits and subsequent denial of the applicant’s
request for a Title V permit to construct, staff believes this project would not be able to proceed
and should be terminated.

v

THE APPLICANT WAS GIVEN AN OPPORTUNITY TO PROVIDE A STRATEGY
AND SCHEDULE FOR RESOLVING AIR QUALITY ISSUES

On May 7, 2009, the Commission sent a letter to the City of VVernon requesting the applicant
demonstrate an effective strategy and schedule for obtaining the needed offsets through valid
programs and include a plan to secure a Determination of Compliance from the SCAQMD,
which identifies the sources and timing of offsets. (Letter from Melissa Jones to Donal
O’Callaghan, Exhibit 3)

The applicant’s response letter, dated June 8, 2009, fails to put forth any real strategy for
addressing the emission issues or any of the other problems facing the project. Rather than
diligently taking steps to resolve the issues head on, the applicant relies on passage of a proposed
Senate Bill (S.B. 696), discusses a working group Vernon is participating in, and mentions
efforts by SCAQMD staff to clarify the rules governing the SOx RECLAIM program. (Letter
from Michael Carroll to Melissa Jones, Exhibit 4) Staff is particularly concerned with SB 696
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being offered as a strategy, since it does not appear to provide any relief for the Southeast
Regional Energy Project. Staff’s view of the relevance of SB 696 is discussed in more detail
below.

The applicant’s June 8, 2009 letter represents more of the same, more waiting for the actions of
others, without addressing the fundamental problem that banked emission credits, upon which
the project relies, are not available to meet offset requirements. The applicant has yet to offer
concrete plans to obtain offsets, such as paying for new emission control equipment at existing
polluting industrial facilities to generate offsets or the shutdown of existing facilities. Simply
submitting a list of what others are doing does not resolve the impediments to the project.
(Letter from SCAQMD, p. 2 Exhibit 1)

V

PASSAGE OF SENATE BILL 696 WOULD NOT HELP SOUTHEAST
REGIONAL ENERGY PROJECT

The applicant’s reliance on Senate Bill 696 is misplaced. SB 696 would reinstate Rule 1309.1
and authorize SCAQMD to make emission offsets available for various types of projects,
including electric generation. (Letter from Michael Carroll to Melissa Jones, p. 1, Exhibit 4)

But the current version of SB 696 maintains the requirement that, to access the priority reserve
credits, a power plant must have entered into a binding contract to sell the power to a utility
regulated by the Public Utilities Commission. Therefore, SB 696 would place the project in the
same situation it has been in for the last three years, which ultimately contributed to SCAQMD
denying the issuance of a Title V permit. (Sen. Bill No. 696, (2008-2010 Reg. Sess) Amended
June 17, 2009, p. 7, Exhibit 5)

Vi

THE SOUTHEAST REGIONAL ENERGY PROJECT AS CURRENTLY
PROPOSED IS NOT A VIABLE PROJECT AND IS UNLIKLEY TO BE VIABLE
IN THE NEAR FUTURE

The applicant has failed to provide any evidence that it will be able to acquire ownership or
control of the project site, that it will be able to obtain required emission credits or that it can
interconnect with the transmission system at an appropriate location. There is no point in
continuing the project with the same impenetrable road blocks that it faced when the application
was filed 38 months ago. Staff does not believe the project has a tenable prospect of advancing
in the foreseeable future. Moreover, at this point, any work that was done on the project is
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outdated and should be redone. There is no advantage in maintaining the project in its current
dormant state.

Staff has been informed by the applicant’s consultant that a supplement will be filed with
changes to the proposed facility. Modifying the proposed project, however, would not remedy
the fundamental problems regarding the unavailability of emission credits through SCAQMD’s
inoperable rules. For all these reasons, the Committee should, therefore, terminate the
proceeding under section 1720.2. (Cal. Code Regs., tit.20, § 1720.2.)

An alternative to termination would be suspension of the proceeding, although staff believes
termination is warranted and preferable. A suspension would at least officially allow staff and
all interested agencies to cease work on the AFC for a certain period of time pending some
specified event.

In the event the Committee chooses suspension, staff recommends the suspension last for no
more than six months, given the unlikely prospects for improvement in circumstances, and, at the
end of that period, the applicant should be directed to file a status report describing the progress
it has made to resolve the air permitting and any other issues that led to the suspension. In the
absence of substantial progress, the case should be terminated at that point.

Date: August 12, 2009 Respectfully submitted,

/s/ Jared Babula
JARED BABULA
Senior Staff Counsel
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Department of Water and Power the City of Los Angeles
ANTONIO R. VILLARAIGOSA Commission RONALD F. DEATON, General Manager
Mayor MARY D NICHOLS, President .
H. DAVID NAHALI, Vice President
NICK PATSAOURAS
EDITH RAMIREZ

PORESCEE HOGAN-ROWLES
BARBARA E. MOSCHOS, Secretary

August 30, 2006

James W. Reede, Jr.

Project Manager

California Energy Commission
1516 9™ Street, MS-15
Sacramento, CA 95814

Dear Mr. Reede:
Subject: Docket No. 06-AFC-4

The Los Angeles Department of Water and Power (LADWP) is submitting comments on the
" Request for Agency Participation in the Review of the Vernon Power Plant Project,

Application for Certification (06-AFC-4) by the California Energy Commission. In general,

LADWP is concerned about the thoroughness of the applicant’s proposal and wants to be

assured that the proposed project will not negatively affect the LADWP power distribution
system.

Questions
¢ |s the City of Vernon planning to encroach onto the LADWP Right of Ways (ROW).
for either of the proposed routes?
¢ The application states that the new line would combine and replace two existing 66-

kV lines. Is there an existing Edison ROW adjacent to the LADWP ROWSs? If so,
what is the route?

¢ Which side of the LADWP towers does the City of Vernon plan on usmg’?

Concerns

¢ If LADWP has to relocate lines to accommodate the proposed transmission lines,
it would be difficult to achieve as it would require multiple outages and -
moving/raising of at least four lines on multiple circuit towers.

e LADWP will not allow an easement parallel to LADWP lines on a LADWP corridor.

o The City of Vernon needs to understand that LADWP’s rights are paramount for
crossings of all future work.

¢ LADWP may not be able to support the engineering or construction schedule of
the proposed project in the event that tower raisings/relocations are needed.

¢ Crossing of the existing gas lines is a problem in terms of the cathodic protection
and explosion hazard potential.

Water and Power Conservation ...a way of life
111 North Hope Street, Los Angeles, California 90012-2607  Mailing address: Box 51111, Los Angeles 90051-5700

Telephone: (213) 3674211 Cable address: DEWAPOLA @
Recyciebia and mad trm recycied waste.

Exhibit 13



Mr. James W. Reede, Jr.
Page 2
August 30, 2006

e The proposed project will have to under cross at two points in a vertical to
horizontal configuration. A vertical configuration may not be possible but a
horizontal configuration may be possible.

e There is no mention of General Order Number 95 for code; LADWP believes
following a more stringent public utility code is more appropriate than the NESC.

Please add LADWP to the correspondence list concerning the proposed Vernon Power
Plant. Letters may be addressed to:

Mr. Chuck Holloway

Supervisor of Environmental Assessment
Los Angeles Department of Water and Power
111 N. Hope Street, Room 1044

Los Angeles, CA 90012

If you should have any questions, please contact Ms. Amy Schulenberg of my staff at
(213) 367-0610. Thank you for your consideration of these matters.

Sincerely,

Hartes € Hollsy

Charles C. Holloway
Supervisor of Environmental Assessment

AS:Ir
c: Mr. James Gokey
Ms. Amy Schulenberg




APPLICATION FOR CERTIFICATION
FOR THE SOUTH EAST REGIONAL ENERGY

CENTER (FORMERLY CITY OF VERNON)

APPLICANT

Donal O'Callaghan
Director of Light & Power
City of Vernon

4305 So. Santa Fe Avenue
Vernon, CA 90058
docallaghan@ci.vernon.ca.us
rtoering@ci.vernon.ca.us

John Carrier, CH2M Hill
Environmental Consultant
2485 Natomas Park Dr., #600
Sacramento, CA 95833-2937
john.carrier@ch2m.com

APPLICANT'S COUNSEL

Jeff A. Harrison, City Attorney
City of Vernon

4305 So. Santa Fe Avenue
Vernon, CA 90058
jharrison@ci.vernon.ca.us

Michael Carroll,

Counsel for Vernon

Latham & Watkins

650 Town Center Drive,

20th Floor

Costa Mesa, CA 92626-1925
michael.carroll@Iw.com

BEFORE THE ENERGY RESOURCES CONSERVATION AND DEVELOPMENT

COMMISSION OF THE STATE OF CALIFORNIA
1516 NINTH STREET, SACRAMENTO, CA 95814
1-800-822-6228 — WWW.ENERGY.CA.GOV

DOCKET NO. 06-AFC-4

PROOF OF SERVICE LIST

(ReVISED 4/24/09)

INTERESTED AGENCIES

City of Huntington Park

Att; Albert Fontanez,
Assistant Planner

6550 Miles Avenue
Huntington Park, CA 90255
afontanez@huntingtonpark.org

City of Maywood

Att: Felipe Aguirre &

*Paul Phillips, CAO

4319 E. Slauson Ave
Maywood Ca 90270
paul.phillips@cityofmaywood.com
felipe.aguirre@cityofmaywood.com

Christine Bucklin, P.G.
*Michel Iskarous. P.M.
Dept. Toxic Substances
Control

9211 Oakdale Ave.
Chatsworth, CA 91311
cbucklin@dtsc.ca.gov
miskarous@dtsc.ca.gov

Mohsen Nazemi

South Coast Air Quality
Mgmt. District

21865 E. Copley Drive
Diamond Bar, CA 91765-4182
mnazemil@agmd.gov

INTERVENORS

California Unions for

Reliable Energy

Marc D. Joseph &

Gloria D. Smith

Adams Broadwell Joseph

& Cardozo

601 Gateway Blvd., Ste. 1000
South San Francisco,
California 94080
gsmith@adamsbroadwell.com
mdjoseph@adamshbroadwell.com

[rwin Miller, President
Rite-Way Meat Packers, Inc.
5151 Alcoa Avenue

Vernon, California 90058
irwin@rose-shore.com

Communities for a Better
Environment

Bahram Fazeli

5610 Pacific Boulevard,
Ste. 203

Huntington Park CA 90255
bfazeli@checal.or

Communities for a

Better Environment
Shana Lazerow

1440 Broadway, Ste. 701
Oakland, CA 94612
slazerow@cbecal.org

Mothers of East L. A.
Lucy Ramos, President
P. 0. Box 23151

Los Angeles, CA 90023



INTERVENORS (Cont.)

Antonia Mejia
3148 Aintree Lane
Los Angeles, CA 90023

Miguel Alfaro

2818 East Guirado Street
Los Angeles, Ca 90023
Los Angeles City Council
District No. 14

Council Member Jose Huizar
200 N. Spring Street, Rm 465,
City Hall

Los Angeles, CA 90012
councilmember.huizar@lacity.org

Los Angeles City Council
Dist. No. 9

Council Member Jan Perry
200 N. Spring Street,

Rm 420, City Hall

Los Angeles, CA 90012
Jan.Perry@Iacity.org

Teresa Marquez, President
Boyle Heights Resident
Homeowners Association, Inc.
3122 East 3rd Street

Los Angeles, CA 90063

David Pettit & Tim Grabiel
Natural Resources
Defense Counsel

1314 Second Street
Santa Monica, CA 90401

dpettit@nrdc.org
tgrabiel@nrdc.org

Ellen Sandt,

Deputy Chief Executive
Howard Choy,

Division Manager,

Energy Management

Internal Services Department
clo Behnaz Tashakorian, Esg.
Allison Morse, Esq.

628 Kenneth Hahn

Hall Of Administration

500 W. Temple Street

Los Angeles, CA 90012-2713
btashakorian@counsel.lacounty.gov

ENERGY COMMISSION

JULIA LEVIN
Commissioner and
Presiding Member
jlevin@energy.state.ca.us

JAMES D. BOYD

Vice Chairman and
Associate Member
jboyd@energy.state.ca.us

Gary Fay
Hearing Officer
gfay@eneryg.state.ca.us

Mike Monasmith
Project Manager
mmonasmi@energy.state.ca.us

Jared Babula
Staff Attorney
jbabula@energy.state.ca.us

Public Adviser
publicadviser@energy.state.ca.us




DECLARATION OF SERVICE

l, Lynn Tien-Tran , declare that on August 12, 2009, | served and filed
copies of the attached Staff’s Motion to Terminate and Exhibits 1 through 13 dated
August 12, 2009. The original document, filed with the Docket Unit, is accompanied by a
copy of the most recent Proof of Service list, located on the web page for this project at:
[www.energy.ca.gov/sitingcases/cityofvernon]. The document has been sent to
both the other parties in this proceeding (as shown on the Proof of Service list) and to
the Commission’s Docket Unit, in the following manner:

(Check all that Apply)

FOR SERVICE TO ALL OTHER PARTIES:

X sent electronically to all email addresses on the Proof of Service list;

X by personal delivery or by depositing in the United States mail at Sacramento
with first-class postage thereon fully prepaid and addressed as provided on the
Proof of Service list above to those addresses NOT marked “email preferred.”

AND

FOR FILING WITH THE ENERGY COMMISSION:

X ____sending an original paper copy and one electronic copy, mailed and emailed
respectively, to the address below (preferred method);

OR
depositing in the mail an original and 12 paper copies, as follows:

CALIFORNIA ENERGY COMMISSION
Attn: Docket No.

1516 Ninth Street, MS-4

Sacramento, CA 95814-5512

docket@energy.state.ca.us

| declare under penalty of perjury that the foregoing is true and correct.

/s/ Lynn Tien-Tran
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